

DISCUSSION OF COnrRACTS FOR THE EMPLOYMENT OF AGENTS OR THE 
PURCHASE OF COVERT SERVICES,, SUPPtlES, AND FACILITIBS 


Ahat is 6 contrac's? If I sty to you„ ^Will you buy aiy watch for 
tea dollars?” and you tay, "I will/' that is a contract. In other words. 
X contract may ba defined* as an tgreeaitnt between two parties that 
6s.ch shall perform an acta 

2. The purpose of writing a contract is sln?^ to 8t,ate in clear^ 

understandable language what we., the G^Ternroantj, promise to do and 
che individual promises to do Qaberally* this takes th© form 
of stating the basic cor^ensation or afelaryp and other bcaefits 
wh.ich we promise to give the individual, and a statement of the 
obligations imposed on that individuali. The contract is' not 
concerned with operational details of Information to be secured, 
or th® methods of securing inforiuftfcion^ 

3„ In view of the nature of this organiaation and the type of funds 
involved, we are in a position to of fat* individuals various types 
of contracts in their relationship to us. There are, however, 
certain restrictions imposed by law and by internal policies. The 
Director has sot fo 2 *th in various orders , principally the 
Confidential Funds Rogulationej, the litiitations on the use of 
Confidential Funds which, in turn,, are- reflected in the type 
contracts which are written. At this time, w© shall talk only 
of covert contracts. ' 
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5. The second division of contract^ more direwtly concerns th© branciiee 
aiid the case officere, that ie^ the e oat rite te with individuals for 
supplying inforraatior’ or other servioos* ffhe oase office! is diraotly 
concerned in that noi*aiaHy lie is the point of contact between the 
individual and GIA„ The practical appro&dh is 8iK!|)ly thie. Th® 

case officer has a person who is willing to undertake a certain task. 
In consideration of' perform ng this ta»lt(> th© case officer assures 
him that OIA will undertake, in the norm:^ oaso^ to mk® certain 
ps^mentse These obligations and undertakings are then reduced to 
writing. Again such promiseo wuat bo witHin the framawork of the 
established prooeduros and policies of CIA* This office then enters 
th® picture, Th® case officer explains what he wiishee to accomplish, 
VSa assist by advising, from a lagal standpoint, whether the proposal 
conforms to laws and CIA regulations end reducing them to writing. 

6, Individuals with whom the branches wish td oontraot may be divided 
into two gpneral cat^sgories, on a legal bjtsiB , First, thor® virould b® 
those who occupy th© status of an eaploy©^ of th© United States 
Government. The other category would be those individuals who are 
not enployoes and, in the legal sans®, are considered independent 
contractors. An employee la one who performs duties for an employer 
in such a manner that th© en 5 )loyer has th4 right to direct and 
control the work to be acooa^lisked, as well as the method by which 

it is to b® acoompliahed. In the independent contractor relationship^, 
the product is th® primary consideration* In Other words j, a 
particular individual agrees to supply a piece 6f ififonna ;ipn for 
which ho will b® paid a stipulated price,! upon delivery. For 
m ^Ttiird etrat ive purposes, these individuals are divided into other 
categories . I 


?* It is necoasary, for many reasons, to distinguish between an 

independent contractor and an es^iloyer^'es^loyee relations nip. The 
fact tl:^t an individual occupies the status of an eirtploy©© Of the 
United States Govorniaont autoiaatioally oofjifers upon him many benefits, 
tangible and intangible, which are not pclsessed by an independent 
contractor, except on the basis of specific provisions in their 
contracts. It is possible by a very simple employee Contract to 
create contingent liabilities of the United States Government amountiisf^ 
to hundreds of thousands of dollars The; contingent liabilities are 
made up of a number of itesRS ufeloh will be mentioned below. 

Generally, it has been felt desirable to limit granting of employee 
status to as few oases as poaslblso This; policy is bssed, in pax*t, 
on the above and, in part, on tho experience of wartime activities. 
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inhere the relationehip of employee 
the individual concerned felt, in ivATtii 

continuing claim for recognition of his * ” *■ over 

in letters in a steady stream ; 

the world. The substance of most of * ho' in o-'i-itJed 

for united States intolUrence IJ^.nLti.n cf 

to ijiunigration* or a laedaii o. a . . - ^ , »T\v,«ar«' cbvievs 

some form. These letters are still coming, in, f Jff 
timt such a situation is not deaxrable, aati it i® i/So 

avoided to soma extent by limiting employee 

..jcrUy Of ca.oo, ofli 

information or services , The con^^^ngeii-c j.^aoi4.xuxBB 

following items s 

,. An ao^loyoo 1. ontitlod to tho tonofltp of tho 

Employees » Gon?>ensstion Act for ..n^urtes or death suatSAU^e 
while in the perforsnance of duty, Th^*® banof-ita occ u 
automatically to employees of the Oni^t*d 
They include medical Care and hospitnlxsetion o 

continued treatment is nocessaiyf of „ J':' 

iniury results while in the performance of duty, xf peom^er.- 

disability roBulfcs from such an injUA-y, nty 

authorised to receive 1116.00 cor month so long »s tno cliSR.-.i y 
:oSrnu«! >°h.r. dl..blllty fOuXt., l..=or »ro 

authorised^ In special casas. requiring 

or attendant, additional payment may bo authorisoa. In - ■ 
of death while in the performance q pp, „e„tho 

children are authorised amounts not tc exceed JJl 

Vihen the children become of age^ the payments to ^bo WAfr^x-v 
reduced to approximately #65.00 par iw>nth unti^ i4he reiosr.. . - 
In cortain cases, persons dependent fi-r suppoiv u?on^ v-,, -ita 
deceased employee, for parerfa, env-itlca ^ I;:;- 

under the Compensation Act^ A survey was mads so • - • ^ 

concerning total amounts paid in thoy> oxA.9e8 wnor« 'jjff 
resulted. It w.^8 revealed that in th^ average . J ' ^ ® 

was a wife and no children, benefits vm.re paid ^ountLv j > 


, # 12 , 000,00 


and, whore there were children^ the fjnouhs pa. 


was 118,000,00. 

b. The Missing Persons Act is in effect .for 

cr"-anisation. That Act was the warci.ae statute wni Ji p r - 

continuance of nay or allowances where a ^ Set a^,u'-’ed. 

missing status, or is otherwise interned besieged. 

and so forth. Under that Act, it xs: required f'*®';!;'!:,. 

individual has been missing for ono J de^h^r. warranted 

the case with a view to determin ng f.* a finding oi aes, 
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If th® raviev? ino-icateg that ^ rnfin ig .gtill alive, the pny 
alloimnc®8 oo whr-.ch he i*r ontxtli^J, r.t tho time he hecaL. 

In continued i>eyond the initial one year period. 

In other circumstances where it 5.« cJelor that a man ha^ been 

doat^^iaS i™»d;ate review is required and a finding; of 

An o?i5>loyee is oJigible to secure inaurenco and hospital! sa- 
loru Ha my apply for term insuranoei with the War Agencies 
Employees irotcctive Association. This ie an Association 
niaster policy under-rrittfcn by the Equitable 

witS'T Insurance b® obtained secnirely 

and without revealing nsmss of the iasbred, through a svaten 
oi cercificatos and ni,-jnbe-3. ^ - r, . 


Kc Z, -<-i8 iasmranca is avoiliblc at 

par month prumiuj., for #10,000.40 insurance^ w^th 
double indemnity Venture. A eeldom -tied b‘:nefit in connectlr.. 
w^tL covert agenps is group hospitali^#.tior 5 ho^Tsre -, it ir 

fScIsTLS? upon request trom the OcnfidantinJ. 

t 8tlf is an erployeo dt scms d:-te b®uo:^c 

a staif ^employee ol r,h« Agency be -®l.r.ed b^, another 

-cares -ovcr^nt agency. Bccnu.e of hS.s status a® y-i ernnlcr-cc 
no tnea m«y be entitled to counc ns rrdiitrble r^rvic^ th* ' 
entire period ^icb ho spent wit’i Clh £1 . oovert lapucitv. 
it tnat -cima , he x.ouid. of course^ bo r»'Ou- red to depesfi-' 
amount equal to the retirement doducti ofcis which wo-Odhar- 
made, with interest. ' 

««“Omatic bonvlitP, jbherc are r«r £,in 
optional guarantees which nay bo afforded eimloyeea - Norn jii iv « 
contract employee is not entitled to labvoi^hoLver L su^r^nc 

authorised, including annual ^ or' sick lo, 5 .vo 
isc^ certain type.j 0.1 precisions have been dsv&lonud for 
insertion in contracts wher® it desired to giTa' t-ho envert 

IZltiln fu^^^ytees to induce him to le,v.> hi. urerent 

position and to nf.ord protection in th^ ev®nt of 

That cla A icii'ion ola.uee contBii.ed in career agent contr'^otso 
Tmt clause_in subut^nc® provides , in the ev^ thn^iCv'^r 
-cerrmi mted bocauB-.5 of rr-urity conaidrr.it-; on/ ' 
effertejiil be made by CIA to ra^ost.biish 

of onfft ^ny h;hat salary for a period 

of one year will bo continued to a.si«t ifn this purpose. 

oxisbinr^Bi-/ mature my bn- vari .e: to aecomraodato the 

«3XiBwing Bloasii'Xono 
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8 » In isnenoo,, the contract with the Bo^oallod independent eontraotor 
is Very eln^le and is aB follov/af 

"W'd agree to buy froai you information for whioh we will pay a 
stipulated sum.” 

There hae been doTelopsd a basic form of -suoh contract to include 
oUhef provisions which are found to be neoeaaary. Provision is 
:mde in ao«l© instances for certain typ®o of travel expenses., 
'Isnerally: Included Is a proviaion I'olatliig to reiiaburseinent foi* 
axtraordinary expenatSs ificluding entertalnmaat and pay of infonranta 
and cutouts • 


25X1 C4E 


In both types of contracts, thors ife usually a provision that 
payraent will b® mdc by CIA as directed by the individual in a 
iijanner aociptabie to CIA^ Thic tvould aotf appear to have lauoh 
■aoanibg pa th® fac? of itj henvever, it has been found that detailed 
Instruotlona coueorning transfers of funds are necessaiy to preseru'^e 
security of. th© individual and CJ,A^ Consequently , 5 this 
elAus© in th© oontrrict calls for a detaj^Ied examination Of payment 
plana which are put in a tJillraorsmduni to ISpeelal Funds over th© 
signature of tb© Individual concorneda Tha Specific details in 
pach case would be a matter for tho case officer to diaoi^ss witn 
i5p4diai Funds » 
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Another point in coriestion iiith. writing those contracts Is the 
aatter of paeudonyics. It is assusBod that in oaeh case of this 
type the matter iS r£ a covert naturoj, and th® greatest d»gr®e of 
security is deslrftdj therefore , the prafliioe has IJsea adopted of 
?7ritinf5 all ooatraota with covert agcnti pseudonym* The 
question has been raiseds "la tho contra^ legal vdiefe Other then 
a reel name is used'/” The answer is, "Yea.* For the protection oi 
all concerned, however, a» Acknowiedgmerit, of Pseudonym should b© 
Qxecutod by the individual «> This is a eijR^le gtatement to the 
yffeot that John Doo acknowledged that, hia relations with CIA, 

”Tom Smth“ will bo his recognised natne* Both aamet a^re written, 
furnishing spooirnsn signatures a 

12 a Ha believe that a clear and understandable contract may b© wj^itt^n 
to do'tor any situation which laay arise. Ho attempt has been mad® by 
IB® to specify all of th® details of ccntraots, sine© they will bs 
cOnsidored in each ispecifio contract* Xn our opinion, it would b® 
infeasible to establish form contraots and laauQ them for o«i5>letion 
of bl®iks and signing, feel that the, beat method of eecuring 
good contracts is fur tha case officer to bring Ms contract problem, 
to us, s Buying, "I wssnt to give ay agent this. Will you put it in 
\':7riting?" Within a reasomble time, w© will have ready for him a 
sia^l©, underEtandaitle contract. In addibioa the spiseixio items 
;a®atioaocl above which may ba included in ‘a contract, other guarantees 
: 2 .ey b© spoiled out, For ©ssmijl®, in those rax© cases where a trip 
to th® United State*; haS been approved, or iiniigration has been 
approved, thoe® ite ,vi siay b© included in the contract* Caution should 
be 0x©.r6is5©d ■ in gU0"ant®e6 of that typ@*..sinc© tne difficulfci®® 
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ixavolved fere mniarouso We cftn put it g®w'.rally ty eaying that ^ny 
promise which w® ar*.- in a position to fuifill can b®, and prooably 
ahould b®i, stated in tho man's conti*act„ t 

15, The atiestion may h&v© arisen in the mlad^ of some of yoin 

we in this type of business write contracts. There are two part,? 
to the answer, Fir^t. tho obligations should be in ^ri-png in 
order to presarw® continuity siid place j, pnc® and for e, i.,, ° ” 

obligations in the record. Experience hi© shown that questions^ 
concerning relation-.^hipB will bo brought jup mnthB anu '/^^ars ax-.s. 
it was thought tho relationship was ter^nated. Also, ‘'-aso 
officers change; station personnel change. Within tne last 
this point was illustrated to me, in thai one station wvi swamps,^ 
with individuals who came in saying thafcjthe former sc sc ion 
had offiploved them on a regular bssie sndj that certain papa:^0 roi® 
due. contracts or other memoranda evidencing such reintionehxps 
were present. The adiainistrative diff icplties i as well as the 
security aspects, in that situation, are; obvious. From the 
operational and security standpoint, a contract ®an ho a weapon 
and a control on the part of CIA, Also,; when considering long 
or permanent relationships, the agent ie far hotter yptisfied ween 
he can see in wr-iti ng what is promised to him, 1 hav-* receivaa 
direct and indirect word frota a number ftf career agents who 
extremoly gratified with the type of coifiracts which were pr&aou«ea 

to them for signature. ■ 

14. The question also i rises, "When do we nqsd a contract-''’ I thlnic 
tho best answer to that question is that, whenever thor® are po us 
regular or recurri^ig payments, or vfheru ;tly»ra is to bo a oontinuing 
relationship with .n individual, b}iere Should be a oontract, -v 1b 
rocogniRod that in some instances, pari*4"-^^®*'V th© field oin- in 
nanor stations, th) case officer concarnad foals it undosirub.e y.n 
have 5 ?.n individual Eign t; contract for aacurity reasox'-s, 
event the case of-’icer concernsd should writ© a memox'ajidum fCi th© 
record^ for »,pprov of the station chief .-, iurnisning a copy cc 
Specini Funds officer. Such memorandum, would state in briaf fciyn wha- 
has been promised tho 5.ndividu&l. V*hiif somewhat obvious, I 
like to state her© that under no circumstancos are copies of cc.-- 
tracts firnished t-j individuals. They fere p«3rTnitted to read oi.om, 
required to sign, md infoi~med that th©; contract will h? hold st a 
safe place for the r inspection at any time. 
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15-.. The essential slsraents to ba remomberad ih connection with contracts 
may be listed as follcsws? 


bo Ascertain what the Govarmenb wishas fco promie© an individual 
and also have in nind the limitatiors on ’-fhat can be promised 
the individual. 

Co Embody these promises in a written ccaitract oF;, in rare cases , 
Vifhere security prevents signing of r r-ontractf, writ© a 
memorandum for ths record of the ooitind.tiiifjntso 


JSW/DVsS/9 M».j 1949 

raT..ra : 
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